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BASIC ECONOMIC DATA FOR NIGERIA 


AREA 923,800 sq. km. 
POPULATION (millions) 98.0 
POPULATION DENSITY 106.0 

(per sq. km) 
POPULATION GROWTH RATE 3.2% PER YEAR 
DOUBLING TIME OF POPULATION: 22 YRS 


NATIONAL INCOME 1983 
GDP (current naira millions) 53,347 
GDP per capita (naira) 581 
Exchange Rate ($/naira) 

(as of December 31) 


PRODUCTION INDEX (1972=100) 
All Manufacturing 
Cotton Textile(e) 
Vehicle Assembly(e) 
Cement (e) 
Electricity 
(Note: 
Bank figures for 1985) 
Petroleum (millions of 


198.0 
180.0 
1,000.0 
190.0 
355.8 


barrels per day mb/d) i.Z3 


AGRICULTURAL PRODUCTION (in 1,000 tons) 
Yams 16,625.0 
Cassava 9,950. 
Millet 2,308. 
Corn 1,660. 
Rice (Paddy) 1,280. 
Palm Oil 530. 
Cocoa Beans (Commercial) 120.0 
Cotton (lint) 14.0 
Peanuts (unshelled) 400.0 
Rubber 70.0 


MONETARY (December 31, naira millions) 
Money Supply 11,282.4 
Credit to Domestic Economy 28,178.4 
To Private Sector iZ,aes.9 
To Government Sector 15,824.5 
Consumer Price Index(1975=100) 
Foreign Reserves($ millions) 889.2 
* All monetary indicators are for the 
based on Central Bank reports. 


TRADE ($ millions) 
Exports 10,367. 
To. U.S. 391736. 
Imports 8,783. 
From U.S. 861. 
Trade Balance 1,583. 


With U.S. 2,874.1 


328.0 


435.0 
1,100.0 
197.6 
383.9 


4,32 


18,500.0 
11,800.0 
3,200.0 
1,890.0 
1,353.0 
540.0 
150.0 
16.0 
500.0 
72.0 


12,204.1 
31,141.6 
12,942.0 
18,199.6 
458.0 
1,422.1 


10,961.6 
2,605.5 
8,900.7 

373-5 
2,060.9 
2,030.0 


AVERAGE LIFE EXPECTANCY: 
INFANT MORTALITY: 


1985(e) 


58,346 


595 


1.00 


165.4 
108.0 


880.0(e) 


200.0 
403.1 


manufacturing indicators based on incomplete Central 


1.50 


19,250.0 
13,500.0 
3,750.0 
2,250.0 
1,430.0 
550.0 
110.0 
18.0 
600.0 


120.0(e) 


13,180.8* 
32,654.2* 
13,115.4* 
19,538.8* 


484.5 
1,098.3 


first 3 quarters of 1985 


10,749.0 
3,100.0 
7,852.8 

652.0 
2,897.0 
2,448.0 


50 YEARS 
105 PER 1,000 


% Change 


1984/1985 


5.6 
2.0 
(174.7) 


Sources: World Bank, IMF, Central Bank of Nigeria and other Nigerian 


Government Agencies, 
(e) U.S. Embassy estimate 


( ) Parentheses indicate negative value. 
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TRENDS REPORT -— NIGERIA 


JANUARY 1986 


OUTLOOK AND SUMMARY 


Nigeria has been experiencing severe economic difficulties since 
1982 because of a dramatic fall in export earnings and heavy debt 
service payments. Large government budget deficits, an artifici- 
ally strong currency, and rapid inflation further destabilized 
the economy in the past four years. Major-General Ibrahim 
Babangida took power in a bloodless coup on August 27, 1985. In 
January 1986 he introduced a balanced budget that seeks to 
redress many of these problems. The budget emphasizes growth led 
by the private sector, with particular attention given to 
agriculture, the small-scale farmer, the promotion of non-oil 
exports, and the privatization of parastatals. 


The Nigerian economy still faces a difficult period of transi- 
tion. Since crude oil sales continue to provide over 95 percent 
of Nigeria's foreign exchange earnings and over 70 percent of 
Federal budget resources, Nigeria's economic fortunes will, in 
large part, depend on the vagaries of the world oil market. A 
price of crude oil below $20 per barrel will perpetuate in 1986 
the economic decline that has gripped Nigeria. Businessmen are 
concerned about payment delays on Letters of Credit at the 
Central Bank and trade financing remains difficult to obtain. 
The lack of raw materials and spare parts in late 1985 forced 
some industries that had been operating at 30-50 percent of 
capacity to shut down completely. Overall, sales and investment 
opportunities still exist for aggressive firms with the know-how 
to penetrate Nigeria's large but difficult market. Firms selling 
agricultural machinery, chemicals and spare parts will find a 
particularly receptive market. 


GENERAL ECONOMIC BACKGROUND 


Since the mid-1970's, Nigeria has been heavily dependent on sales 
of crude oil for over 95 percent of its foreign exchange earnings 
and over 70 percent of the federal government's revenue. Despite 
the importance of the oil sector as a foreign exchange earner, 
the sector employs only a small part of the labor force. Over 60 
percent of Nigeria's 98 million people are involved in or 
dependent on farming for their livelihood, principally subsis- 
tence agriculture. Farm output, however, has slowly declined 





since the beginning of Nigeria's "oil boom" in-the mid-197)'s. 
Nigeria's once important exports of natural rubber, cocoa, 
peanuts, and palm oil have declined to relatively low levels. 
Nigeria's manufacturing sector is varied but accounts for less 
than 10 percent of the country's total GDP. Many of the 
industries are involved in low value-added activity such as 
assembly of knock-down components or packaging of bulk items. 
Most manufacturing firms are heavily dependent on imported raw 
materials, spare parts and capital goods. Recent import restric- 
tions and government policies have forced some firms to increase 
the local content of goods made in Nigeria. Nigeria's exchange 
rate policies, however, have proved to be a major hindrance to 
the development of its manufacturing sector and the expansion of 
non-oil exports. Since 1975, the real purchasing power of the 
naira has increased by an estimated 250 percent despite Nigeria's 
relatively high rate of inflation and low productivity growth. 
This artificial strength of the naira has made it cheaper to 
import than to produce locally, and even in these times of 
restricted imports has allowed foreign manufacturers to undercut 
the prices of Nigerian made products. 


Since 1980, Nigeria has had to adjust to a dramatic fall-off in 
oil income. The increases in oil revenue which rose from $7.7 
billion in 1975 to $26 billion in 1980 resulted in large 
increases in the spending of the federal government. The 
government, however, was slow to react to the change in the oil 
market that occurred in 1980. Although by the end of 1983, 
Nigeria's earnings from oil had plummeted to just below $10 
billion, the federal government continued to spend large amounts 
of money on a variety of projects. The federal government budget 
deficit rose from under 500 million naira in 1980 to 2.6 billion 
naira in 1981, 4.7 billion naira in 1982 and 6.0 billion naira in 
1983. Imports continued at high levels, despite the fall in 
foreign exchange earnings, and steadily increased from an average 
of $1.0 billion per month in 1980 to $1.4 billion in 1982 before 
falling back to $1.1 billion per month in 1983. The spending on 
imports depleted Nigeria's substantial foreign exchange reserves 
from $10 billion in 1980 to $1.0 billion in 1983 and caused a 


rapid build up in arrears on payments for confirmed letters of 
credit and its trade debt. 


The civilian government of Shehu Shagari, which came to power in 
1979, was unable to introduce policies to address the rapid 
changes in Nigeria's economic realities. An austerity program, 
introduced in April 1982, proved ineffective in reducing spending 
by either the states or federal government or cutting imports by 
the private and public sectors. The specter of further economic 
malaise, run-away inflation, shortages of essential commodities, 
and higher levels of unemployment finally helped prompt the 
military to stage a bloodless coup on December 31, 1983. 





RECENT ECONOMIC BACKGROUND 


The new military government of General Muhammadu Buhari was faced 
with a number of pressing economic problems. The first payment 
due under the rescheduling of $1.9 billion of arrearages on 
confirmed letters of credit had to be made at the beginning of 
1984, prospects for increasing foreign exchange earnings from 
1983's low levels of $10 billion were dim; arrearages on insured 
and uninsured open account trade debt were, according to some 
estimates, as high as $9 billion, and servicing of Nigeria's 
foreign debt was expected to use as much as 40 percent of 
Nigeria's foreign exchange earnings in 1984. There was a 
shortage of many consumer items and food staples in the market 
place. Prices which had risen, in Embassy estimates, by more 
than 50 percent in 1983 were expected to go higher. 


The efforts of the government to salvage the sinking Nigerian 
economy met with some successes. It made the first payment due 
under the 1983 letter of credit rescheduling and continued to 
meet these monthly payments. The government won a temporary 
increase in its OPEC production quota to 1.40 million barrels a 
day (mb/d) in August of 1984 and 1.45 mb/d in September of that 
year. Overall, its oil production and marketing strategy 
resulted in a slight increase -- to $10.9 billion -- in oil 
earnings for 1984 despite an October cut in the price of Nigerian 
crude from $30 a barrel to $28 a barrel. 


In April 1984, the government moved to reschedule its short term 
open account trade arrears, and offered to convert this outstand- 
ing debt to dollar denominated promissory notes. The terms of 
the issuance called for a two and one-half year grace period on 
repayment of the principal and a three and one-half year payback 
period. Interest, accruing from January 1, 1984, was set at one 
percent over the London Interbank Offered Rate (LIBOR), payable 
quarterly beginning in October 1984. In January 1986, the 
Central Bank announced that by its estimate, a total of $3.4 
billion of insured and uninsured trade arrears will be reconciled 
for the issuance of promissory notes, a figure substantially 
below some estimates which ranged as high as $6 billion. The 
Central Bank failed, however, to issue any notes until the end of 
1984, and the first interest payment was not made until January 
1985. Issuance of notes has continued to be slow and by the end 
of 1985, the Central Bank had released only 1.4 billion in 
promissory notes. 


The overall economic picture in the third quarter of 1985, was a 
bleak one. The Buhari regime was unable to put into place the 
reforms necessary to check spending, reduce the many distortions 





in the economy such as the overvalued naira, and end the pattern 
of recession and austerity. In conjunction with the drift in 
economic policymaking, Nigeria's oil production in 1985 fell 
sharply from June through August, foreign reserves fell to an 
all-time low of $853 million naira, payment delays on Letters of 
Credit reached 120 days in August, and many overseas banks began 
suspending their lines of credit to Nigeria. In addition, the 
Ministry of Commerce and Industries had already issued by August 
3.1 billion naira worth of import licenses, the target set for 
all of 1985. These many factors helped induce a bloodless coup 
on August 27, 1985, led by Buhari's Army Chief of Staff, 
Major-General Ibrahim Babangida. 


The new military government unveiled the tack it would take to 
solve the country's economic problems on Independence Day, 
October 1, 1985. President Babangida declared a 15-month 
Economic Emergency and pledged to revitalize agriculture, promote 
exports, reduce the involvement of government in all sectors of 
the economy, encourage the use of market forces to allocate 
scarce resources, and promote foreign investment. 


The government moved slowly to implement this program, however, 
and the economic slowdown worsened. Port activities in Lagos, 
the country's largest, reached an all-time low in December. 
Releases on Letters of Credit continued to lag to the point where 
most short term credit lines were suspended by overseas banks. 
The delay and the absence of import licenses led to severe 
shortages of raw materials, spare parts and other manufacturing 
inputs. Businesses all over Nigeria, which had already been 
operating at 30-50 percent of capacity, were forced to close and 
have remained so pending the issuance of new import licenses and 
the opening of new credit lines. 


The Babangida government also resurrected consideration of an IMF 
package, calling for a nationwide public debate on the issue, and 
finally rejected this avenue for the present time, preferring a 
go-it-alone strategy which could be seen as a Nigerian solution. 
Thus, there was much disappointment among those in the business 
and financial communities who were hoping for a rapid coming to 
terms with Nigeria's creditors including a debt rescheduling and 
a return to open credit lines with a resurgence of business 
activity. The Paris Club which consists of Nigeria's official 
creditor's continues to link any rescheduling of the debts owed 
to it by Nigeria to an agreement with the IMF. 





1986 FEDERAL GOVERNMENT BUDGET 


In the wake of the decision not to undertake an IMF adjustment 
program, the Babangida Government made the 1986 budget the 
centerpiece of its economic reform package. It is Nigeria's 
first balanced budget since 1979 with total revenues and expendi- 
tures budgeted at 15.6 billion naira, compared with 1985 budgeted 
revenues Of 11.27 billion naira and expenditures of 15.43 billion 
naira. 


The FMG's estimated foreign exchange income of $9.6 billion is 
based on the realistic assumption that Nigeria will earn $8.1 
billion producing 1.3 million barrels per day (its OPEC quota) 
and exporting 1.1 million barrels per day (MB/D) at a net price 
to the government of $20 per barrel, and on an ambitious target 
of $1.6 billion in non-oil exports. Domestic revenues of 6.0 
billion naira will be derived from 3.6 billion naira collected in 
various taxes, and 2.4 billion from a new Special Fund. The Fund 
will be based on income from four major policy initiatives: 


- The removal of domestic subsidies on petroleum products which 
is expected to net the government 900 million naira this year 
(Nigeria had previously resisted this move in its negotia- 
tions with the IMF); 


A 30 percent surcharge on all imports already subject to 
tariffs, which is estimated to earn 1 billion naira; and 


Wage cuts ranging from 2 to 15 percent in both the public and 
private sector which will net 500 million naira. 

In addition, Nigeria will draw down 500 million naira on 
present loan commitments for projects already in progress. 
The balance of the increase will be derived from an expected 
surplus in the recurrent expenditure fund. 


Of the 15.6 billion naira budget, the Federal Government will 
receive 10.9 billion (up 62 percent from 1985 because of the 
Special Fund revenue), the States will receive 3.7 billion (up 
500 million from 1985) and local governments 1.14 billion (up 
marginally from 1985). 


The Federal Government will allocate 5.4 billion naira for 
recurrent expenditures: the Ministry of Defense will receive 90 
million naira more than 1985, Finance will drop by the same 
amount, Health is granted an increase of 112 million, which will 
include a first ever allocation for family planning as a prelude 
to the Action Plan for National Family Planning 1986-90, and 
Works and Housing an increase of 136 million to construct and 
refurbish rural roads. 
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The Capital Budget of 5.9 billion naira assigns high priority to 
agriculture. The main objectives of the rural development 
program are self-sufficiency in food production, the construction 
of storage facilities to reduce post-harvest losses, and 
increased export earnings from the agricultural-sector particu- 
larly from the once thriving crops of cocoa, palm oil, and 
rubber. To achieve these objectives, the government will focus 
its programs on the small scale farmer, the producer of 90 
percent of the nation's food and fiber, and it will turn over to 
the private sector such tasks as fertilizer distribution, 
development of new seed varieties, and the construction of more 
storage facilities. 


Other priorities in the capital budget are: 1 billion for 
industrial development of which 358 million will be sunk into the 
economically guestionable steel industry; 637 million for 
infrastructure; 442 million for education; 148 million for health 
and social services and 200 million for the continued development 
of the Federal Capital Territory in Abuja. 


In addition to the budgetary reforms outlined above, the 1986 
Budget contains a number of significant economic policy reforms. 
In the hopes of attracting some of the foreign exchange now 
sitting in offshore accounts of Nigerians, the Babangida govern- 
ment has announced its intention to create a second tier foreign 
exchange market in which interest rates and the rate of exchange 
will not be regulated by the Government. Although the modalities 
have yet to be finalized, it is hoped that this second tier 
market will increase the stock of goods in the country, drive 
down costs and help control inflation. 


The 1986 Budget also includes a debt repayment ceiling of 30 
percent of foreign exchange earnings or $2.87 billion this year. 
The maturity profile of Nigeria's external debt is such that 
payments are bunched heavily in 1986 and 1987. The Embassy 
estimates that at least $5 billion will fall due in 1986 which 
means that Nigeria must seek a rescheduling of its foreign debt 
if it is to meet its external obligations. 


The Paris Club which is comprised of governments with credits 
outstanding to Nigeria that are insured by Export Credit Agencies 
such as Great Britian's Export Credit Guarantee Department 
(ECGD), and the U.S.'s Export-Import Bank, has linked a resched- 
uling of the insured debt to an agreement between Nigeria and the 
IMF. In December 1985 the Nigerian government announced it did 
not intend to borrow funds from the IMF. (See Recent Economic 
Background above). 
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To encourage exports, the Budget provides for an import duty 
rebate on raw materials and components used in manufacturing 
export products; preferential import licenses for exporters; 
permission for exporters to retain 25 percent of foreign exchange 
earnings for their private use (in conjunction with the second 
tier market and licenses not valid for foreign exchange), and 
Simplification of export licensing procedures. 


Import licensing in 1986 will be governed by new, more stringent 
regulations. To introduce a measure of accountability, the 
government will henceforth publish the name, address and value of 
the license of each licensee. The order of priority for licenses 
will be agricultural chemicals and spare parts for farm machinery 
for processing local farm produce to increase local value added; 
new agricultural machinery and finally, general merchandise, 
particularly essential goods and medicines. (See Business 
Outlook for further information on licensing.) 


A final but far reaching measure will be a restructuring of the 
antiquated financial system. After many years of reluctance, 
government has decided that the domestic debt will be rescheduled 
by selling long-term bonds in the local market. The capital 
market will also be used to try to raise a minimum of 300 million 
naira in foreign exchange equity investment through the sale of 
non-voting shares of companies quoted on the Nigerian Stock 
Exchange. (See also Business Outlook for information on privati- 
zation of parastatals.) 


OIL PRODUCTION 


Nigeria's oil production in 1985 exceeded the expectations of 
most analysts. The Buhari government projected a decline in 
foreign exchange earnings (of which 99 percent is oil income) to 
$9.76 billion. The Embassy estimates that Nigeria actually 
earned $10.5 billion from oil exports, and $200 million from 
non-oil exports, chiefly cocoa. Central Bank Reports show that 
Nigeria produced 1.5 MB/D -- well above its OPEC quota of 1.3 
million barrels per day (MB/D) -- during the first six months of 
1985. An OPEC Ministerial meeting held June 5, 1985, failed to 
set new OPEC production quotas or prices in the face of declining 
demand. Consumers adopted a wait-and-see attitude that contri- 
buted to a sharp dropoff in Nigeria's production from June 
through August. Prices firmed as winter stocking began in the 
fall, and Nigeria managed to produce well over its OPEC quota for 
the remainder of the year. 


The outlook for 1986 presents a bleaker picture. Nigeria has 
budgeted a realistic $8.1 billion for oil earnings in 1986 based 
on production of 1.3 MB/D netting the government an average of 
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$20 per barrel, but even this figure may be too high. Confronted 
by steadily mounting production from non-OPEC producers, the OPEC 
Ministers met on December 7, 1985, and resolved for the first 
time to defend market shares rather than price to enforce market 
discipline on the non-OPEC producers. Nigeria will endeavor to 
Maintain its market share at least partially through the use of 
"netback" arrangements in which the price of the crude is linked 
to the selling prices of the products refined from it, and 
through the selective use of countertrade which received official 
sanction as a temporary measure in the 1986 Budget (see Trade 
section for more details). 


Over the past two years, there has been little effort made to 
locate new oil reserves. The Nigerian National Petroleum Company 
(NNPC) did undertake some exploration in the Lake Chad region in 
July 1984. This first serious drilling and exploration effort 
outside the southern Delta region has not yet yielded any oil 
finds. 


EXCHANGE CONTROL 


In an effort to control the outflow of foreign exchange, the 
Buhari government imposed a series of restrictions on the export 
of foreign currencies, all of which remained in effect following 
the Babangida takeover. All transfers of funds abroad, for 
whatever purpose, must be approved by the Central Bank of 
Nigeria. Applications for conversion of naira to foreign 
currencies are made to the Central Bank through the country's 
merchant and commercial banks. 


The government limits the amount of money which foreign companies 
and residents can remit from Nigeria. Firms are permitted to 
remit no more than 60 percent of their share of a company's 
after-tax profit. At the beginning of 1985, the amount of 
after-tax income that foreign residents could remit from Nigeria 
was reduced from 50 percent to 25 percent. In addition, resi- 
dents of Nigeria who wish to travel abroad can change no more 
than 100 naira a year into foreign currency. Remittances for 
students studying aboard are limited to those who were already 
studying overseas in 1984. Remittances to pay for medical care 
aboard is also tightly controlled. Finally, each applicant for 


foreign exchange is allowed a maximum freight allowance of 2,000 
naira in foreign exchange. 


The 1986 Budget announced the intention to establish a second 
tier foreign exchange budget and a simplified process for 
obtaining licenses not valid for foreign exchange in order to 
encourage Nigerian residents to use the foreign exchange they may 
have in offshore accounts. (See section on 1986 Budget.) 





MONETARY POLICY 


The Central Bank of Nigeria uses both direct controls and 
specific guidelines to regulate monetary policy and growth. 
According to the most recent Central Bank regulations, banks 
whose loans and advances were more than 100 million naira ($112 
Million) as of December 31, 1984, can increase their total 
outstanding loans and advances by not more than 7.0 percent in 
1985, down from a maximum of 12.5 percent in 1984. For smaller 
banks, those whose loans and advances were less than 100 million 
naira at the end of 1984, the maximum yearly increase will be 10 
percent, or 15 percent of their total deposit liabilities, 
whichever is higher. In 1984, the maximum expansion allowed 
smaller banks was 20 percent of their December 1983 total or 50 
percent of their total deposits, whichever was larger. 


The government also attempts to control the loans given to 
various sectors of the economy. Commercial banks are obliged to 
give 75 percent of their loans and advances to the government 
designated preferred sectors while the merchant banks are 
required to give these sectors 79 percent of their total loans 
and advances. The preferred sectors include agriculture, 
Manufacturing and services. The government, emphasizing its 
commitment to agriculture, increased the share of commercial 
banks' loans and advances which must go to the agricultural 
sector from 10 to 12 percent in 1985; the share of manufacturing 
increased to 35 percent, and that of services to 1l percent. 
Merchant banks are required to raise the percentage of their 
loans and advances going to the agriculutural sector from 6 to 8 
percent and reduce the share going to industry from 64 to 62 
percent. Banks in rural areas were also required to lend 40 
percent of their deposits to rural borrowers. Despite government 
imposed penalties for not meeting these targets, many banks have 
not made loans in the required percentages to the designated 
preferred sectors. The percentage of loans which may be given to 
the two non-preferred sectors of the economy -- general commerce 
and government -- cannot exceed 25 percent for commercial banks 
and 21 percent for merchant banks. 


The Central Bank also sets interest rates. For the past five 
years, interest rates charged for loans and paid on savings 
accounts have lagged well behind Nigeria's inflation rates. 

The maximum rate that banks can currently charge for loans to 
preferred sectors is 11.5 percent; the maximum rate chargable on 
loans to the non-preferred sectors is 13 percent. Low interest 
rates have discouraged agricultural lending in particular. 
Accordingly, the FMG raised the ceiling on agricultural loan 
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rates from 7 to 9 percent for commercial and merchant banks but 
the new rate still remains below most deposit rates which 
averaged between 8 1/2 and 10 percent. 


The narrowly defined money supply (Ml), which consists of private 
sector demand deposits and currency in circulation, fell by 2 
percent in the first half of 1985, after five years of growth 
averaging at least 8 percent per year. The broader measure of 
the money supply, M2, which consists of Ml plus private sector 
savings deposits, rose by 1.3 percent in the first half of 1985, 
a significantly lower increase than the 11.5 percent recorded for 
1984. The monetary contraction was attributable to a reduction 
of aggregate bank credit available to the economy (because of the 
recession), to a 7.4 percent drawdown of foreign assets from 
December 1984 to June 1985, and to the government's efforts to 
reduce inflation. 


Currently, there are 28 commercial banks and 1l 

merchant banks operating in Nigeria. Two of the commercial banks 
and five of the merchant banks have American affilates. Follow- 
ing Nigeria's indigenization decree, all banks are at least 60 
percent Nigerian owned. 


The naira depreciated against the dollar by 19 percent in 1985, 
falling from $1.24/naira in December 1984 to $1.00/naira in 
December 1985. It has depreciated by 23 percent against the 
British pound falling from pound sterling 0.91/naira to pound 
sterling 0.69/naira. The naira also slipped against the 
currencies of Nigeria's other major trading partners. This 
depreciation should help Nigeria's 1986 trade performance but the 
naira remains significantly overvalued. The 1986 Budget provides 
for a continued adjustment of the naira but the official 
dollar/naira rate experienced no change in January 1986. 


TRADE PERFORMANCE 


Nigeria in 1985 achieved a merchandise trade surplus of nearly $3 
billion with exports of approximately $10.7 billion and imports 
of approximately $7.8 billion. Both of these figures exceeded 
the targets set by the military government in the 1985 Budget. 
Higher than expected oil production and revenues of about $10.5 
billion accounted for most of the robust export performance (see 
section on oil production), with exports of cocoa, palm kernels 
and livestock products accounting for the balance. Nigeria's 
import licensing system, the effects of continued austerity, and 
problems obtaining overseas lines of credit helped reduce 
Nigeria's imports from $10.2 billion in 1984 to $7.5 billion in 
1985. The 1985 figure exceeded by a considerable margin the 


unrealistic target set for imports of $3.8 billion in the 1985 
Budget. 





The trade deficit of the United States with Nigeria widened in 
1985 with U.S. exports increasing from $575 million in 1984 to 
$652 million in 1985 and U.S. imports from Nigeria rising from 
$2.6 billion in 1984 to $3.1 billion in 1985. Over the last 
twelve years, the total trade deficit of the United States with 
Nigeria has exceeded $50 billion dollars. Nigeria's largest 
trade partner, Great Britian, enjoyed increased trade with 
Nigeria in 1985 and a continued trade surplus. Exports to 
Nigeria increased from 768,000 pounds sterling in 1984 to an 


estimated 958,000 in 1985 while imports increased from 374,000 to 
an estimated 632,000. 


With the drop in the amount of foreign exchange available for 
imports, countertrade emerged in 1985 as an alternative for 
Nigeria to open-market commerce. The first countertrade deal was 
actually signed with Brazil in 1984, involving some 50,000 
barrels of Nigerian oil per day in return for some $500 million 
worth of Brazilian goods. A wide variety of goods were covered 
by this arrangement including cotton, sugar, aircraft parts and 
Volkswagen knock-down parts. If Nigeria is paying a higher than 
Market price for these products this would amount to an effective 
discount on the selling price of Nigerian crude. Nigeria also 
Signed deals with the French firm SCOA and with the Austrian 
company Voest-Alpine Intertrading; and negotiations began with 
American, British, Canadian, German and Italian firms. 


The August 1985 coup brought countertrade under heavy fire fron 
the Babangida regime. All deals were suspended temporarily and a 
panel was set up to scrutinize countertrade agreements with an 
eye towards uncovering fraud and over-invoicing. In its report 
in November, the panel characterized countertrade as not yet 
appropriate for Nigeria, though still an alternative to open 
trade in the short term. The government seized on this latter 
finding and announced that it would go forward with countertrade 
deals that were in the Nigerian national interest. So far, this 
has meant a renewal of the Brazilian deal, along with a flurry of 
discussion by nearly all of the major trading partners on new 
agreements. The revived interest in countertrade seems to be in 
part a response to problems in obtaining international credit. 


BUSINESS OUTLOOK 


The year 1986 will be a difficult year for doing business in 
Nigeria. However, opportunities will still exist for aggressive 
firms with appropriate products and services, and the "know-how" 
and resources to penetrate the long-term potential of this 
market. As Nigeria continues to suffer from an acute shortage of 
foreign exchange, suppliers will find that general sales 
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opportunities are very limited unless they are able to provide 
financing to good customers and then wait indefinite periods for 
the remittance of payments. The Embassy recommends that 
exporters, especially those who have not had experience exporting 
to Nigeria, should not ship goods to Nigeria unless they can 
obtain an irrevocable letter of credit confirmed by a U.S. or 
European bank. Companies interested in long-term investment in 
Nigeria can still find good opportunities, especially in 
agriculture and in other industries which can use locally 
available raw materials. 


Both exporters and investors will find that a lack of available 
financing is the major obstacle to doing business in Nigeria at 
the present time. Most major financial instutitions will not 
open additional lines of credit to Nigeria until the country 
reschedules its debt and begins to make timely payments on the 
backlog of Letters of Credit at the Central Bank. (See Recent 
Economic Background above) 


Exchange control measures from 1985 remain in place and import 
licenses will continue to be required for all imports. The 
government is attempting to restructure and improve the issuance 
procedure for licenses. Import licenses valid for foreign 
exchange will now be issued for a 12-month period in order to 
allow manufacturers to plan supply and production schedules. In 
order to eliminate the accumulation of trade arrears and the 
bunching of foreign exchange payments, these licenses must be 
used in quarterly installments over the year of validity. In 
addition, import licenses not valid for foreign exchange are 


being issued to enable those who have access to private foreign 
exchange resources to use them. Such licenses are being issued 
for raw materials, spare parts, drugs, books, agricultural 

machinery, salt, special purpose vehicles, and personal effects. 


The government announced in the 1986 budget its intention to 
divest its holdings in commercially oriented enterprises, opening 
up several opportunities for potential investors. Areas of 
divestiture include agricultural production, hotels, food, 
beverages, breweries, distilleries, distribution, and electrical 
and electronic appliances. The government is also considering 
reducing some of its holdings in banks, insurance companies and 
other financial enterprises. The divestiture process will be 
gradual and deliberate to ensure that ownership is not concen- 
trated in the hands of a few individuals or in particular areas 
of the country. Major government parastatals and corporations 
are to be increasingly commercialized. 


For the potential exporter to Nigeria best sales prospects will 
be for those products which support agricultural and industrial 
development or are essential commodities. Agricultural and 

industrial machinery and equipment, raw materials, spare parts, 
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food, and drugs will receive priority for foreign exchange and 


import licensing. Defense-related equipment should also find a 
ready market. 


The U.S. Department of Commerce offices in the United States, and 
in Lagos and Kaduna, are prepared to provide detailed information 
and guidance to American firms interested in exploring this 
challenging market. 


AGRICULTURE 


Nigeria produced its best crop in several years in 1985, 
achieving a total grains crop of 11.0 million tons, and sizeable 
increases in the other major staples -- yam, cassava and 
plantain. Chiefly a response to the first near ideal rainfall 
pattern in many years, the harvest may also reflect the initial 
results of the World Bank Agricultural Development Projects, and 
increased land put under cultivation by urban residents returning 
to the country due to depressed employment in the cities. The 
good crop has led to stable food prices which, aside from small 
seasonal fluctuations, remain near their prior year levels. 


Food supplies will be under some pressure in Spring 1986, because 
of the Government's ban on imports of rice, corn, vegetable oil 
and stockfish, and its delays in issuance of 1986 wheat import 
licenses. Further, much of the benefit of the fine 1985 crop 


will be lost due to lack of grain storage facilities. The 
President's Budget speech included a wide variety of measures 


which, if implemented, could considerably speed agricultural 
development. 


The outlook for agricultural trade and investment in 1986 is 
mixed. Several major corporate farms with U.S. participation 
should begin operation this year, although this will depend on 
receiving import licenses in time for planting. Trade opportun- 
ities may be more limited in 1986, chiefly confined to wheat, 
barley malt, tallow, oilseed and possibly cotton. Declining 
foreign exchange availabilities will limit other opportunities. 
Trade in 1985 remained close to year earlier levels. Increases 
in a variety of commodities were offset by the first penetration 
in several years of the U.S. wheat market by lower priced 
Argentine and Canadian qualities. 





LABOR 


Nigeria has an estimated population of 90 to 100 million and a 
labor force of about 30 to 40 million. The Nigeria Labor 
Congress (NLC), which is the national labor center for 42 
industrial trade unions and 2 professional associations, has 
claimed a membership as high as 3 million. Its 'deduced' 
membership in February, 1984, based upon dues forwarded to the 
NLC Secretariat, was less than 1 million, but a number of unions 
were in arrears on dues payments. 


Unemployment has increased considerably, rising steadily in 1983, 
1984, and 1985. Many private firms have cut back the size of 
their work force, and some have gone out of business. Nigeria's 
relatively large public sector labor force continued to undergo 
substantial cutbacks. First-job prospects for youths and 
university graduates remain bleak. In 1983, the NLC achieved a 
minimum hourly wage for commerce and industry of 1.25 naira 
($1.25), which is high by West African standards. Nigerian labor 
is therefore relatively more expensive than that in other West 
African countries, 


In 1984, the Federal Military Government imposed a wage freeze. 
This freeze was extended into 1985. The government also asked 
labor unions in 1984 to suspend any negotiations or renegotia- 
tions of collective bargaining agreements for one year and 
instead to have existing agreements extend automatically for this 
period. The wage freeze continues, but the suspension of 
collective bargaining negotiations was allowed to lapse in 1985. 


POLITICAL FRAMEWORK 


Nigeria gained its independence from Britain in 1960 and remains 
a member of the Commonwealth. The new nation was governed by a 
parliamentary system on the Westminster model until 1966, then by 
successive military governments until 1979, when civilian 
government was restored under a constitution modeled largely upon 
that of the United States. On December 31, 1983, the military 
resumed political power under Head of State and Commander in 
Chief of the Armed Forces, Major-General Mohammadu Buhari, who 
was in turn deposed by Major-General Ibrahim B. Babangida on 
August 27, 1985. President Babangida presides over a 28-man 
Armed Forces Ruling Council (AFRC) which is composed of senior 
Army, Air Force, and Navy Officers, and the Inspector-General of 
Police. The AFRC is the highest decision-making body in the 
country and acts in a legislative capacity by issuing decrees 
which have the force of law. The other two major federal 
institutions are the National Council of Ministers (the Cabinet) 





which consists of 22 ministers, and the National Council of 
States consisting of the 19 state military governors. Both 
bodies are chaired by the President. 


The Babangida administration has restored freedom of the press, 
and has established judicial tribunals to investigate the cases 
of numerous detainees, some of whom were convicted under decrees 
of the previous regime and others who have been under detention 
without being specifically charged. The new government esta- 
blished a panel of experts to monitor a 3-month public debate on 
the merits of an IMF package of economic reforms, and has 
announced the establishment of similar bodies to coordinate 
public discussion on Nigerian Foreign Policy, and on proposals to 
create a new political system for the country. President 
Babangida has committed his government to a return to civilian 
rule on October 1, 1990. The President also has expressed his 
desire for greater private investment from abroad, and announced 
his plans to turn some of the parastatals over to private 
entrepreneurs. 


Nigeria is a member of the United Nations and its specialized 
agencies; the Commonwealth; the Organization of African Unity 
(OAU) and its affiliates; the Non-Aligned Movement; and the 
Organization of the Islamic Conference (OIC). It also is an 
Associate Member of the European Economic Community (ACP), and a 
member of the Economic Community of West African States (ECOWAS), 


the Organization of Petroleum Exporting Countries (OPEC) and the 
OPEC Special Fund, Lake Chad Basin Commission (LCBC), Niger River 
Commission (NRC), International Tin Council (ITC), African Ground 
Nut Council, International Coffee Organization (ICO), Interna- 
tional Natural Rubber Council (INRO), African Timber Producers, 
and West Africa Rice Development Association (WARDA). Nigeria is 
the current Chairman of ECOWAS. 








The U.S. Government Wants 
You to be Well Informed 
About Foreign Investment 


That is why the U.S. Department of Commerce monitors 
foreign direct investment in the United States. Its Office of 
Trade and Investment Analysis identifies foreign interests and 
other data relating to size, location, and industry sector of 
individual foreign direct investment transactions. 


For the low price of $23.00, you can have ten complete years 
of valuable data in the three convenient-to-use tabular for- 
mats of Foreign Direct Investment in the United States: Com- 
pleted Transactions, 1974-1983. For this one price, you will 
obtain foreign direct investment data by source country (Vol. 
1), by industry sector (Vol. Il), and by state location (Vol. 
lll). Each volume also includes an analysis of trends and 
developments in foreign direct investment transactions in the 
United States during the covered ten-year period. 


So don’t delay, send for your set today! 


U.S. DEPARTMENT OF COMMERCE 
International Trade Administration 


ORDER FORM To: Superintendent of Documents, U.S. Government Printing Office, Washington, D.C. 20402 
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Wouldn’t it be nice to have a 
Washington staff to keep you 
up-to-date on all you need to 
know to steer your exporting 
business on the fast track to 
success? 

Have the next best thing. Have 
BUSINESS AMERICA, our 
biweekly business magazine 
designed especially for firms like 
yours—American exporters who 


want to grow, and American 
businesses ready to enter the 
lucrative world of exporting. 
BUSINESS AMERICA is 
more than a magazine. It’s 
virtually an exporter’s service. 
We give you country-by-coun- 
try marketing reports, incisive 
economic analysis, worldwide 
trade leads, advance notice of 
planned exhibitions of U.S. prod- 


we 


ucts worldwide, and success sto- 
ries of firms like yours. We'll 
keep you posted on what’s hap- 
pening in government and on 
Capitol Hill that could affect 
your business and your profits. 
A subscription to BUSINESS 
AMERICA will put our export- 
ing experts at your fingertips— 
we give the phone numbers of 
our authors in every issue so you 


Mail to: Superintendent of Documents, U.S. Government Printing Office, 
Washington, D.C. 20402 
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I want to put BUSINESS AMERICA to work for me. Send me the 
next 26 issues (one year) for only $57 ($71.25 foreign). 


O 


Staff in Washins 


can call with your specific ques- 
tions, and get the answers you 
need to make savvy exporting 
decisions. 


Put BUSINESS AMERICA to 
work for you. Use the order form 


below to start your subscription 
today. 


U.S. DEPARTMENT OF COMMERCE 
International Trade Administration 
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Here’s my check made out to the Super- 
intendent of Documents. 


* Charge my VISA or MasterCard No. 
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